INTERNATIONAL 
Financial News Survey 


Vol. XII, No. 36 


INTERNATIONAL MONETARY FUND 


March 18, 1960 


Bank of the Sudan 


A law establishing the Bank of the Sudan was 
promulgated on December 1, 1959, and the Bank 
started operations on February 22, 1960. As of this 
date, it took over the foreign exchange reserves of the 
Government and the assets and liabilities of both the 
Sudan Currency Board and the National Bank of Egypt. 

The Bank has the sole right to issue currency, but it 
must maintain at all times a minimum reserve fund in 
foreign exchange cquivalent to 25 per cent of its note 
issue and other sight liabilities. 

The Bank has an authorized capital of LSd 1.5 mil- 
lion, provided wholly by the Government, which 
appoints the governor, the deputy governor, and the 
five directors. It holds all government deposits and acts 
as the fiscal agent of the Government. Deposits of 
official entities may, however, be carried by commercial 
banks in the Sudan. In its dealings with the Govern- 


Loans of U.S. Government Agencies 


Export-Import Bank Loans 

The Export-Import Bank of Washington and the 
Government of Turkey signed on February 29 an 
agreement finalizing a $15 million credit for the pur- 
chase of U.S. materials to assist in the expansion of 
Turkish steel and iron ore capacities. Repayment is 
scheduled over 11% years. The loan has been allo- 
cated under a $37.5 million line of credit authorized 
by the Bank in 1958. (See also this News Survey, 
Vol. XII, pp. 35 and 247.) 

The Bank announced on March 3 a 10-year loan of 
$9.7 million to the Manila Electric Company. The 
funds are to be used to help finance the purchase and 
installation of a 60,000-kilowatt steam powered elec- 
tricity generating unit of U.S. manufacture. This is the 
second credit extended by the Export-Import Bank to 
the Manila Electric Company for a 60,000-kilowatt 
generating system. The first was authorized in 1958, 
and the unit purchased through that loan will be oper- 
ational this year. The equipment purchased through 
the new loan is expected to be in service by early 1962. 

The approval of two credits, totaling $17.9 million, 
to Spain was announced on March 15. These loans are 
part of the $30 million granted by the Bank to assist 
Spain in its stabilization program (see this News Survey, 
Vol. XII, pp. 41, 67, and 142). A loan of $9.4 million 
has been granted to Compajfiia Sevillana de Electricidad 
for technical services and the installation of generating 


ment, the Bank may grant to the Government temporary 
advances, not exceeding 15 per cent of the current 
budgetary revenue, with the provision that such ad- 
vances are to be repaid within six months from the 
date they are granted. It may also purchase publicly 
offered securities of the Central Government in an 
amount not exceeding half of its paid-up capital and 
accumulated reserves. 

The Bank may deal with other banks operating in 
the Sudan, but it may not deal with the general public 
directly. It may fix minimum rates for discounts and 
rediscounts and may require banks to maintain reserves 
in a specified ratio to their sight and time liabilities. 
Source: The Republic of the Sudan Gazette, No. 939, 

Supplement No. 1, General Legislation, Khar- 
toum, Sudan, December 1, 1959. 





equipment; and $8.5 million has been extended to 
Termicas Asturianas (a new company formed by three 
well-established utilities concerns), to assist in the 
financing of a new power plant. Both loans are repay- 
able over a 15-year period. 


Development Loan Fund Agreements 


The signing of a loan of $5.9 million by the Develop- 
ment Loan Fund to the Taiwan Railway Administra- 
tion, an agency of the Government of the Republic of 
China, was announced on February 18. The funds will 
be used to procure diesel locomotives and spare parts. 
This is the second loan made by the DLF to the Taiwan 
Railway Administration; the earlier loan ($3.2 million) 
was made in November 1958 (see this News Survey, 
Vol. XI, p. 177). 

It was announced on February 19 that an agreement 
had been signed whereby the DLF will lend $2 million 
to the Sui Gas Transmission Company, a private cor- 
poration in Karachi. The loan will cover the foreign 
exchange costs of expanding the company’s natural gas 
purification plant. The present plant was built with the 
assistance of a $14 million loan in 1954 from the In- 
ternational Bank for Reconstruction and Development. 


Sources: Development Loan Fund, Press Releases, 
February 18 and 19, 1960, and The Export- 
Import Bank of Washington, Press Releases, 
March 1, 3, and 15, 1960, Washington, D. C. 
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Europe 
Bank Loans in the United Kingdom 


Bank loans in the United Kingdom reached a new 
peak of £3,243 million in February 1960, an increase 
of £776 million since February 1959. In the three 
months to the end of February 1960, the increase was 
£241 million, compared with an increase of £245 mil- 
lion in the corresponding period a year earlier; seasonal 
influences, such as tax payments, contributed to the 
size of the increase in each of these periods. Since the 
end of the credit squeeze in the summer of 1958, some 
major increases have been registered in the financial 
and personal sectors. While total bank advances have 
risen by 55 per cent since August 1958, loans to hire- 
purchase companies have more than quadrupled, those 
te stockbrokers have more than doubled, and those to 
personal and professional borrowers have nearly 
doubled. These sectors were held down firmly during 
the credit squeeze. 


Source: The Times, London, England, March 11, 1960. 
Report on Railway Pay in the United Kingdom 


The principal conclusion of the report of the railway 
pay committee of inquiry, under the chairmanship of 
Mr. C. W. Guillebaud, is that railway staffs’ salaries 
should be increased by 10 per cent and manual workers’ 
wages by 8 per cent, if they are to compare fairly with 
pay for comparable work in other industries in the 
United Kingdom. The committee, which has been mak- 
ing the necessary comparisons and reviewing the present 
wage structure since December 1958, also expressed 
the view that even greater increases should be given 
to certain categories of railway staff. Thus, the com- 
mittee estimates that to bring railwaymen’s pay into 
line with that of workers in other industries would 
mean increases from 8 per cent to 18 per cent (includ- 
ing the interim increase of 5 per cent already conceded). 
This would probably cost the British Transport Com- 
mission nearer £40 million than £30 million. In com- 
paring rates of pay, the committee decided that standard 
railway rates should be related to standard or minimum 
time rates in other industries prevailing on December 31, 
1959. It did not feel able to base the comparisons on 
average earnings, although the Transport Commission 
would have preferred this. 


Source: The Times, London, England, March 4, 1960. 


Temporary Stop on Housebuilding in Denmark 

With effect from February 27 and until further 
notice, the Government of Denmark banned the start 
of housebuilding work in Copenhagen and its environs 
and in certain other large cities. Announcing this deci- 
sion, the Housing Minister recalled that the authorities 


had had to restrict building last year, for a time. Per- 
mits for the building of office premises, banks, shops, 
and similar works were reduced considerably, and pub- 
lic construction of such buildings as hospitals, adminis- 
trative offices, and schools was curtailed. Statistics 
suggested that work in hand at the beginning of the 
current year was more than 30 per cent above the 
previous year’s level, which had been sufficient to em- 
ploy all the available workers. Therefore, for the new 
building season about to begin, the Government found 
it necessary to restrict the starting of further house- 
building. The labor market council advised the Gov- 
ernment to impose a temporary control on building in 
order to counter the risk of more work being started 
than could be completed. The temporary stop will give 
the Government time to consider the position and 
assess the importance of the industrial building needed 
on account of the new market situation. The stoppage is 
expected to remain in force until April 1. 


Source: Bérsen, Copenhagen, Denmark, February 27, 
1960. 


Increase in Norway's Metal Output 


Norway’s metal production, which has been rising 
steadily during recent years, broke all previous records 
in 1959. Output of crude steel rose from 371,000 tons 
in 1958 to nearly 416,000 tons last year, ferroalloys 
from 262,000 to 274,000 tons, aluminum from 126,000 
to 145,000 tons, copper from 17,600 to 19,100 tons, 
nickel from 23,600 to 26,000 tons, and zinc from 
45,500 to 48,300 tons. 

Metal exports, which are by far Norway’s most im- 
portant export commodity, were considerably greater 
in 1959 than in 1958. The value of such exports last 
year was NKr 1,473 million, or more than 25 per cent 
of Norway’s total exports. 


Source: Norges Handels og Sjéfartstidende, Oslo, Nor- 
way, March 3, 1960. 


Industrial Production in Sweden 


Total industrial production in Sweden during 1959 
was almost 3% per cent larger than in 1958, according 
to the statistics of the Federation of Swedish Industries. 
This means that the stagnation in industrial output in 
1957 and 1958 has come to an end. However, the 
improvement did not set in until the last two quarters 
of 1959, when production was 5 per cent and 8 per 
cent, respectively, above that in the corresponding 
quarter of 1958. 

The all-industry production index of the Federation 
was 246 (1935=100) for 1959, compared with 238 
for 1958 and 240 for 1957. The index for capital 
goods rose from 261 in 1958 to 268 in 1959, while 
the index for consumer goods increased from 196 
to 202. 
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For the main branches of industry, comparative fig- 
ures for 1958 and 1959 show that the largest increase, 
14 per cent, was in steel and other metal manufacturing 
industries. Output in the paper industry rose by 11 per 
cent and in the pulp industry by 5 per cent. Iron ore 
mining, on the other hand, showed a decrease of 2 per 
cent for 1959 as a whole, despite a 16 per cent increase 
in the last quarter over the last quarter of 1958. Pro- 
duction in the timber industry dropped by 6 per cent. 
Employment in the engineering industry remained more 
or less unchanged. 


Source: Swedish-International Press Bureau, Bulletin, 
Stockholm, Sweden, February 24, 1960. 


Finland's Foreign Exchange Situation 


The extraordinarily strong growth of Finland's foreign 
exchange reserves, which had been continuing since the 
devaluation of September 1957, slowed down during 
1959. The rise in the net external reserves of the Bank 
of Finland was Fmk 15,500 million, compared with 
Fmk 21,500 million in 1958. At the end of 1959, the 
reserves amounted to Fmk 70,900 million, equivalent 
to about US$222 million. This is the highest year-end 
figure, both in absolute terms and in relation to imports, 
attained during the postwar period, and it corresponds 
to slightly over three months’ imports at the 1959 rate. 
The composition of reserves also improved in 1959, as 


the proportion of gold and convertible exchange rose 
from 71 per cent to 82 per cent. In fact, Finland’s 
convertible foreign exchange reserves, Fmk 58,100 
million, actually cover about four months’ imports pay- 
able in convertible currencies. 


Finland thus appears to have reached a fairly satis- 
factory level of external liquidity, with a safety margin 
that is adequate for the economic policy now being 
pursued under conditions of rapidly advancing internal 
recovery. The improving payments position has also 
permitted considerable liberalization. 

Of importance, however, is the fact that unusually 
large imports of capital have contributed to the increase 
in foreign exchange reserves. This capital inflow was 
on short-term account. Finland contracted a large 
amount of long-term loans in 1959, but only a small 
part of these loans was actually used; repayments of 
earlier loans exceeded disbursements under recent loan 
agreements. Although statistical evidence is incom- 
plete, part of the short-term capital inflow appears to 
be accounted for by an increased use of importers’ 
credits. In addition, a sizable inflow of short-term capi- 
tal has been in the form of advances on exports, par- 
ticularly on timber exports contracted for the 1960 
shipping season. 

As far as current payments are concerned, Finland’s 
foreign payments position showed a marked deterior- 
ation in comparison with 1958. Although total pay- 


ments received for exports increased by about 10 per 
cent, the expansion of import payments was even larger. 
In part, however, this deterioration represented the 
attainment of a better balance in trade and payments 
in bilateral currencies, of which Finland had accumu- 
lated large surpluses in 1958. 

Payments on account of invisibles rose significantly 
as a result of various liberalization measures put into 
effect during the year. The most important single factor 
in this development was the doubling of travel allow- 
ances, granted without special application for each 
trip abroad. Since restrictions on a large number of 
other payments for services were either relaxed con- 
siderably or completely abolished during 1959, net 
payments abroad on other service accounts have shown 
a strong tendency to rise. With further liberalization 
measures concerning these payments having. been put 
into effect in 1960, this tendency is likely to continue 
as part of the dismantling of the foreign exchange 
restrictions. The resulting structural shifts in the pay- 
ments position may be expected to be permanent. 

The 1960 prospects for Finland’s foreign exchange 
situation are not altogether unfavorable, although a 
further increase in reserves does not appear to be 
likely. While exports are expected to expand signifi- 
cantly, a much larger increase in imports is envisaged 
as a result of rising economic activity in Finland. 
Foreign trade, which for 1959 as a whole was approxi- 
mately balanced between exports and imports, may 
well show a deficit of several thousand million markkas, 
barring a change in the present prospects of Finland’s 
export trade. In regard to capital transactions, it is 
expected that the utilization of long-term credits already 
granted will be considerably greater than in 1959, as 
work proceeds on the various investment projects. On 
the other hand, it is uncertain whether the inflow of 
short-term funds which took place in 1959 will con- 
tinue as high during the current year. 

Source: Bank of Finland, Monthly Bulletin, Helsinki, 
Finland, February 1960. 


Suspension of Advance Deposits for Imports in Spain 


As part of its stabilization program, the Spanish 
Government decreed on July 27, 1959 that advance 
deposits of 25 per cent of the peseta value of imports 
would be required for the issuance of import licenses. 
In view of prevailing economic conditions, this require- 
ment was suspended by a decree of January 26, 1960. 
The reimbursement of dc ;,osits already made will take 
place in accordance with the original decree, i.e., im- 
porters are entitled to repayment after goods have been 
cleared through customs. At the end of January 1960, 
these advance deposits amounted to Pts 3.1 billion. 
Source: Ministerio de Comercio, [nformatién Comer- 

cial Espafiola, Madrid, Spain, February 4, 
1960. 
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German Monetary Policy 


In the February issue of Monatsberichte, the Bundes- 
bank, explaining the credit measures taken on Febru- 
ary 18 (see this News Survey, Vol. XII, p. 263), states 
that the most decisive motive for the measures was the 
economic situation, which is still characterized by ex- 
cessive demand. The Bank does not turn a blind eye to 
the fact that some economic sectors—especially those 
in which excessive demand has stemmed mainly from 
the building up of stocks—show some signs of calming 
down. The Bank warns, however, not to overempha- 
size these signs, since from all available economic indi- 
cators it appears that the economic boom has not yet 
reached its upper turning point. As things stand now, 
the aim of economic policy still is to check the increase 
in total economic demand, in order to bring it into 
better balance with production capacities, which are 
rising more slowly than demand, and to check the 
increase in prices. 

The Bank has always emphasized the fact that it 
would have welcomed a fiscal anticyclical policy that 
would have supported and eased the burden of its 
credit policy. The experiences of recent weeks have 
shown, however, that such fiscal support for the Bank’s 
credit policy can hardly be expected. The public 
authorities are subject to political considerations and 
restrictions that make it very difficult for them to adjust 
their budget policy to the business cycle as rapidly as 
would be necessary to influence the cyclical economic 
development. Furthermore, the situation has been ag- 
gravated by the fact that the general expansion of credit 
has grown considerably during the past year; this 
expansion—together with the balance of payments sur- 
pluses on current account—is now the most important 
monetary factor behind the excessive economic demand. 
In order to fulfill its entrusted task of maintaining the 
purchasing power of the deutsche mark, the Bundes- 
bank has to endeavor to check the credit expansion of 
the commercial banks. A restriction of the credit poten- 
tial of the banks, which in turn is highly dependent on 
their liquidity position, is therefore indispensable. 


The raising of the minimum reserve requirements 
was also motivated by the fact that without such a 
measure the free liquid funds of the banks would 
increase, especially if the cash deficit of the federal 
budget should increase, as expected, toward the end of 
the fiscal year (March 31). The extent of the rise in 
reserve requirements shows, however, that the Bank 
not only intended to offset the expected increases in 
liquidity, but that it also intended to restrict further 
the liquidity position of the banks, in order to bring the 
banks’ policies more into line with the restrictive policy 
of the Bundesbank. That these measures may lead to 
a repatriation of the banks’ foreign deposits is a fact 
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that is regrettable from a balance of payments point of 
view, even though the actual amount of repatriation will 
also depend on the interest rates prevailing abroad. The 
desire of the Bundesbank to keep such repatriations as 
low as possible and also to prevent the eventual inflow 
of foreign short-term money was one of the factors 
why it was considered undesirable to combine the re- 
strictive credit measures with a further increase in the 
German discount rate. On the other hand, the possi- 
bility of a further increase in German exchange reserves 
had to be accepted, since the Bank could not abstain 
for external considerations from taking such restrictive 
measures, which for domestic reasons are highly neces- 
sary. The dilemma of the German authorities will be 
reduced, however, to the extent that foreign countries 
counteract the tendencies toward overexpansion; thus, 
the appearance of an undesirable monetary gap between 
Germany and abroad, as well as the creation of a 
unilateral demand pull from abroad, will be prevented. 


Source: Deutsche Bundesbank, Monatsberichte, Frank- 
furt am Main, Germany, February 1960. 


Middle East 


Suez Canal Traffic in 1959 

The total number of ships passing through the Suez 
Canal in 1959 fell to 17,731, from 17,842 in 1958. 
Both the net tonnage and the volume of goods, however, 
were larger, the net tonnage increasing to 163.4 million 
tons, from 154.5 million tons in 1958, and the volume 
of goods rising to 148.2 million tons, from 139.4 million 
tons in 1958. The changes reflect the growing number 
of new supertankers now in use for oil transport in 
place of smaller tankers. In 1955, the year before the 
nationalization of the Canal Company, the total number 
of ships using the Canal was 14,666, and their net 
tonnage was 115.8 million tons. 


The number of oil tankers fell from 9,588 in 1958 to 
9,211 in 1959, while their net tonnage rose from 
107.8 million tons to 114.3 million tons. Northbound 
oil (crude and product) alone accounted for two thirds 
of the total flow of goods carried through the Canal 
in 1959. 


By order of flag, U.K. ships were, as usual, the lead- 
ing group, with a net tonnage of 35.3 million tons. 
Next in order of tonnage were ships flying the flags of 
Liberia (25.1 million tons), Norway (22.4 million 
tons), France (15.4 million tons), and Italy (12.4 mil- 
lion tons). 


Source: Middle East Economic Digest, London, Eng- 
land, March 11, 1960. 
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Wheat Grant to Afghanistan from U.5.S.R. 


The Soviet Government announced on March 6 a 
gift of 50,000 tons of wheat to Afghanistan, to alleviate 
a current shortage. Last year, a similar grant of 40,000 
tons was announced by the U.S.S.R. The United States 
granted 50,000 tons. 


Source: Middle East Economic Digest, London, Eng- 
land, March 11, 1960. 


Decimal Coinage in Pakistan 


The Pakistan Cabinet decided on March 2 to establish 
decimal coinage in Pakistan in 1961. It was also decided 
to replace gradually by the metric system of measure- 
ments the weights and measures in use at present. 


Source: The Times, London, England, March 3, 1960. 


Far East 
Iron Ore Exports from India fo Japan 


The Government of India and representatives of 
Japan’s six leading steel companies have concluded an 
agreement under which Japan will import from India 
60 million tons of iron ore over a period of 15 years 
beginning in 1966. The ore will be imported at a rate 
of 4 million tons a year. Under earlier agreements, 
Japan is currently importing more than 2 million tons 
of Indian iron ore annually through India’s State Trad- 
ing Corporation; in 1964, this figure will be augmented 
by an additional 2 million tons per annum from deposits 
now being developed in Orissa State. Thus, from the 
middle of 1966, Japan will be importing approximately 
8 million tons of Indian ore annually. 

The new agreement provides for the exploitation of 

rich iron ore deposits in the Bailadila area in southeast 
India, and the construction of a 300-mile railway and 
new port facilities at Visakhapatnam, at a cost of about 
US$162 million. The project will be financed and 
supervised mainly by the Government of India; the 
Japanese interests will provide services and equipment 
not to exceed $21 million in value. The ore will be sold 
to the Japanese steel producers at a price yet to be 
agreed upon. 
Sources: The Journal of Commerce, New York, N.Y., 
March 9, 1960; The Washington Post and 
Times-Herald, Washington, D.C., March 10, 
1960. 


New Tariff in Thailand 


Under new regulations recently approved by the 
Government of Thailand, lower duties are granted to 
commodities useful to the national economy, such as 
foodstuffs, raw materials for the promotion of industry, 
and agricultural, medical, and educational equipment. 
In contrast, higher rates are applied to luxuries, such as 
toys and gasoline. The new rates are expected to yield 


B 60 million of additional revenue, of which B 40 mil- 
lion will be accounted for by duties on gasoline and 
fuel oil. At present, revenue from customs duties 
amounts to about B 2,300 million a year. 


Source: The Journal of Commerce, New York, N.Y., 
March 7, 1960. 


Rice Exports from Thailand 


Rice exports from Thailand in 1959 totaled 1,100,524 
metric tons, 3.5 per cent less than in 1958 and the 
lowest since 1948. The exportable surplus for 1960 is 
officially estimated at 1,300,000 metric tons, nearly 20 
per cent more than in 1959. Asian countries, princi- 
pally Malaya, Hong Kong, Indonesia, British Borneo, 
in decreasing order of importance, took 67 per cent of 
total exports, or 734,968 metric tons, last year; this 
was below their 1958 purchases. Exports to the Arabian 
peninsula increased sharply. Exports to Africa amounted 
to 63,867 metric tons and to Europe 50,576 metric tons 
—both less than in 1958. Average prices of all grades 
of milled rice declined, especially white broken and 
parboiled rice which dropped by 18 per cent and 12 per 
cent, respectively. This decline continued in the first 
two months of 1960, principally because of a slackening 
in demand after shipments under the contract with 
Indonesia were completed. 


Source: Department of Agriculture, Foreign Crops and 
Markets, Washington, D.C., March 14, 1960. 


Rubber Exports from Cambodia 


Rubber exports from Cambodia during the first eight 
months of 1959 amounted to 24,229 tons, valued at 
415 million riels; this was an increase of 19 per cent 
in volume, 40 per cent in value, and 17 per cent in unit 
value, when compared with the same period of 1958. 


As in former years, the United States was the most 
important purchaser of Cambodian rubber, taking 73 per 
cent of total exports; next in importance was France, 
taking 21 per cent. Among the less important custom- 
ers were Malaya, Japan, the Federal Republic of 
Germany, and Belgium. 


Source: Banque Nationale du Cambodge, Bulletin 


Mensuel, Phném-Penh, Cambodia, November 
1959. 


Agricultural Credit in Viet-Nam 

The National Agricultural Credit Office (NACO), 
the farm loan agency of Viet-Nam, has a capital of 
VN$850 million, of which VN$330 million was appro- 
priated under the budget and the remainder was ob- 
tained from U.S. aid funds. Loan operations of NACO 
during 1959 totaled VN$883 million, with VN$165 mil- 
lion, or nearly 19 per cent, being granted to cooper- 





290 


atives. Repayments due at the end of 1959 amounted 
to VN$866 million; and the repayments made on sched- 
ule totaled VN$765 million, or 89 per cent of the 
amount due. When account is taken of the two-month 
grace period granted to farmers to pay back their loans, 
the repayment rate is 95 per cent. Loans to rubber 
planters extended by the Special Fund for Rubber 
Development were VN$237 million during 1959, out of 
total available funds of VN$350 million. Total agri- 
cultural credit to farmers and planters amounted to 
VN$2,203 million as of December 31, 1959; of this 
total, loans outstanding amount to VN$1,016 million. 


Source: L’Information du Viet-Nam Economique et 
Financiére, Saigon, Viet-Nam, February 18, 
1960. 


Tungsten Shipments from Korea 

The Ministry of Commerce and Industry of Korea 
has announced an agreement between the Korean Tung- 
sten Mining Company and the Intercontinental Ore 
Corporation in New York, the exclusive distributor 
in the United States of Korean tungsten mining prod- 
ucts, to increase the monthly volume of Korean tung- 
sten shipments from 250 tons to 500 tons. To meet 
this increase, the Korean Tungsten Mining Company is 
going to mine 350 tons each month. Korean tungsten 
marketed by the U.S. firm during 1959 amounted to 
4,200 tons, valued at $3.69 million. 


The Korean Republic, Seoul, Korea, Febru- 
ary 6 and 18, 1960. 


Sources: 


Limitation of Japanese Exports fo Canada 

Negotiations are reported to have been going on for 
some time between Canada and Japan with a view to 
inducing the Japanese Government to place further 
restrictions upon Japanese exports to Canada as well 
as to maintain the restrictions already imposed on 
exports of textile goods and plywood (see this News 
Survey, Vol. XII, p. 63). The Canadian authorities 
maintain that the purpose of these restrictions is the 
orderly development of reciprocal trade, which is an 
interest of both countries. 


Source: Neue Ziircher Zeitung, Ziirich, Switzerland, 
February 16, 1960. 


Automobile Exports from Japan 

Japan’s nine major automobile manufacturers ex- 
ported 14,725 automobiles, valued at US$31 million, 
during 1959. This total, which includes reparations 
exports but excludes those under U.S. special procure- 
ment, exceeds that for 1958 by 44 per cent. The prin- 
cipal buyers were the United States, China (Taiwan), 


Thailand, the Ryukyus, Cuba, Burma, 
Indonesia, Kuwait, and Iran. 


Venezuela, 
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In addition to the above, 4,357 automobiles valued 
at $16 million were sold under U.S. special procure- 
ment orders. 


Source: Bank of Tokyo, Weekly Review, Tokyo, Japan, 
February 22, 1960. 


United States 
U.S. Plant and Equipment Expenditures and Sales 


Expenditures by U.S. businesses on new plant and 
equipment are expected to amount to $37 billion in 
1960, 14 per cent above last year and about the same 
as in the previous record year of 1957, according to 
the annual survey of business plans conducted by the 
Department of Commerce and the Securities, and Exe 
change Commission. The survey also indicates that 
businesses expect the rise in capital outlays, which began 
in late 1958, to continue throughout 1960. All major 
industries are planning to spend more this year than in 
1959. Manufacturers expect outlays to increase by one 
fourth, with the indicated expansion in durable goods 
industries amounting to one third. In nonmanufactur- 
ing, planned increases range from 2 per cent for mining 
to 10 per cent for railroads. 


Businessmen generally expect sales in 1960 to exceed 
those of last year. In most industries, sales for the 
year as a whole are expected to be well above the 
seasonally adjusted rates experienced so far this year, 
thus implying a further rise ahead. In the durable 
goods sector of manufacturing, the projected gain in 
sales is 10 per cent; in the nondurable goods sector, 
it is 6 per cent. The largest expected gain is in the steel 
industry, which is recovering from the loss of sales last 
year as a result of the strike. 

Source: Securities and Exchange Commission, Press 
Release, Washington, D.C., March 11, 1960. 


Latin America 
Foreign Investment and Import Substitution in Colombia 


U.S., Colombian, and German investors have estab- 
lished a chemical company in Colombia with an initial 
capital of $12 million. The company plans to build a 
$13.2 million fertilizer plant in Cartagena, which will 
utilize some of the by-products of the International 
Petroleum Company’s refinery, It is stated that output 
of this plant will eventually be substituted for.imports 
of chemical fertilizers, currently valued at $14 million. 


Source: El Tiempo, Bogoté, Colombia, February 20, 
1960. 
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Ecuador's Exchange Rate 

The Ecuadoran free market exchange rate, which 
had weakened by the middle of 1959 to around S/18 
per U.S. dollar, had recovered by the end of the year 
to $/17.27. During January 1960, there was further 
strengthening to $/17.20, and the general manager of 
the Central Bank referred in a public address to the pos- 
sibility of the gradual establishment of free convertibility 
for the sucre. Ecuador’s international reserves at the 
end of 1959 amounted to $33.3 million, the highest 
figure recorded since 1954 and nearly $6 million more 
than at the end of 1958. 


Source: Ecuadorean American Association, Inc., Bul- 
letin No, 42, New York, N.Y., March 1960. 


Peru's’ Foreign Trade 


Peru achieved a foreign trade surplus of $20 million 
in 1959—the first surplus since 1950. This compares 
with trade deficits of $44 million in 1958 and $70 mil- 
lion in 1957. 


The value of exports in 1959 amounted to $314 mil- 
lion, which is $23 million, or 8 per cent, higher than 
in 1958. Tae value of imports, on the other hand, was 
reduced to $294 million, which is $41 million, or 
12 per cent, lower than in 1958. The contraction of 
imports was due primarily to exchange depreciation and 
higher import duties. The expansion of exports reflects 
a large increase in shipments of fish products, especially 
fishmeal, and some improvement in the price of most 
export commodities. 


While imports are expected to rise again in 1960, 
probably to the $335 million level of 1958, there are 
indications that exports will increase more than in pro- 
portion. It is estimated that the present year’s value of 
exports will reach between $375 million and $400 mil- 
lion, especially as a result of expanded mineral exports, 
as the Toquepala copper mine and the Acari and 
Marcona iron mines are now in full operation. 


Source: Banco Continental, News Letter, Lima, Peru, 
March 3, 1960. 


Banking Law in Uruguay 


A commission of experts appointed in April 1959 
has submitted proposals to the Uruguayan Government 
for a reform of Uruguay’s banking law. In view of the 
inflation that has been going on in Uruguay, the mini- 
mum capital required for banking houses will be raised. 
Banks will be allowed five years to adjust themselves 
to the new capital requirements. It is recommended 
that a Central Bank Department should be established 
within the Bank of the Republic, with certain rights of 


control over the private banks. The establishment of 
any new bank will require the authorization of the 
Government. 


Source: Neue Ziircher Zeitung, Ziirich, Switzerland, 
February 19, 1960. 


Other Countries 
Australian Loan in Switzerland 


The Australian Government is to offer on the Swiss 
capital market a 15-year 4% per cent loan of 
Sw F 60 million, at 99. The loan, which is to be 
offered for public subscription from March 16 to 
March 23, is only the third Australian loan raised in 
Switzerland since 1947; the last was in 1955, when 
Sw F 60 million was raised. 


Source: The Times, London, England, Marchr 9, 1960. 


New Zealand Balance of Payments and Import Licensing 
New Zealand’s balance of payments in 1959, based 
on the exchange record, showed a current account sur- 
plus—the first since 1953. It amounted to £NZ 36.9 mil- 
lion, compared with deficits of £NZ 33.5 million in 1958 
and £NZ 39.4 million in 1957. The improvement be- 
tween 1958 and 1959 was due primarily to a decrease of 
£NZ 33.8 million in the value of private imports, to 
£NZ 206.2 million, and an increase of £NZ 32.1 million 
in exports, to £NZ 305.9 million. The rise in exports, 
which brought them to a postwar peak, was due, above 
all, to the improvement in the market for dairy products; 
in addition, receipts from wool exports rose markedly. 


Gross overseas borrowing was negligible in 1959, 
while the Government’s overseas investments, pre- 
dominantly in securities, showed a net increase of 
£NZ 11.9 million. Nevertheless, New Zealand’s total 
overseas exchange transactions resulted in an excess of 
£NZ 21.9 million of exchange receipts over payments; 
in 1958, there had been an_ exchange. surplus _ of 
£NZ 13.1 million, but in that year the Government’s 
net overseas borrowing and use of long-term assets 
had amounted to £NZ 44.1 million. 


With the rapid improvement in its overseas trade, 
the Government announced on March 9, 1960 a relax- 
ation of import licensing affecting about 300 items; 
these cover a wide range of goods, such as coffee and 
fruit, china and glassware, shoes, musical instruments, 
cameras, watches, textile piece goods, hardware, tim- 
ber, and boats. When announcing the relaxation, the 
Customs Minister said that a special effort had been 
made to cover a wide range of those consumer goods 
which had previously been severely restricted. Of sig- 
nificance is the addition to the licensing category of 
31 items whose import had previously been prohibited. 
For most of these items, there is a token provision (see 
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this News Survey, Vol. XII, p. 131) of 10 per cent of 
imports in 1956, but in a few cases quotas are equal to 
100 per cent of the 1956 import values. There was no 
official estimate of the value of licenses added to the 
basic 1960 import licensing schedule, but unofficial 
estimates set the increase at between £NZ 15 million 
and £NZ 20 million. 


Sources: Reserve Bank of New Zealand, New Zealand 
News Review, Wellington, New Zealand, Feb- 
ruary 12, 1960; The Financial Times and The 


Times, London, England, March 10, 1960. 
South African Budget 


When introducing the budget for the year ending 
March 31, 1961, the South African Minister of Finance 
stated that the most conspicuous improvement in the 
economic picture of the country has been the strong 
upward trend in gold and foreign exchange reserves 
since the middle of 1958. Between mid-1958 and 
December 1959, the reserves increased by £73 million. 
This increase was due primarily to the improvement in 
the balance of payments on current account, from a 
deficit of £70 million in 1958 to a surplus of £70 million 
in 1959. Imports in 1959 declined by £70 million, 
while merchandise exports increased by more than 
£40 million and gold production by £30 million. The 
capital account showed a deficit of £30 million, of which 
£15 million represented net repayments of long-term 
and short-term debt on official account, and £15 million 
a net outflow of private capital. This outflow was 
mainly on account of purchases of South African 
securities abroad by South African residents. 


The improvement in the balance of payments pro- 
vided the basis for a substantial increase in the liquidity 
of the entire economy. This improvement eased con- 
ditions in the money market, especially short-term rates, 
and enabled the Treasury to rely on the domestic market 
for its requirements. Prices remained more or less 
stable during the year, and the Minister was of the 
opinion that this fact, allied to the Union’s favorable 
monetary position, has provided a sound basis for a 
renewed upsurge of economic activity after a slowdown 
of about 12 months. 


Preliminary estimates indicate that the net national 
income increased by about 2 per cent, to £1,798 million, 
in the year July 1958-June 1959. The increase was 
accounted for largely by increased gold production. 
The share of the agricultural and manufacturing sectors, 
however, declined by £3 million each, and that of trade 
by almost £9 million. 


The Minister stated that, after the transfer of £36 mil- 
lion from current revenue to the Loan Account, it is 
expected that the year 1959-60 will close with a surplus 
of £14 million on Revenue Account. The Minister pro- 
posed that this surplus be transferred to the 1960-61 


Loan Account. Revenue receipts for the year ending 
March 31, 1960 are estimated at £348 million, com- 
pared with the original estimate of £336 million for 
1959-60 and the actual collection of £319 million 
in 1958-59. 

Revenue receipts in the year 1960-61 are estimated 
at £343 million. The Minister proposed to transfer 
£18.5 million of these receipts to the Loan Account so 
that expenditure on Revenue Account is estimated at 
£325 million (original estimate for 1959-60 was 
£299 million). 

Among the principal tax changes proposed is the 
introduction of a “Block System” of income tax for 
individuals, estimated to cost £1.6 million in 1960-61. 
The “Block System” will combine into a single tax the 
present normal and supertax rates and the 15 per cent 
surcharge, and also will change arrangements for taxing 
dividends. A discount of 5 per cent for all taxpayers 
on the taxes calculated at the “block” rates is also 
proposed; the cost of this concession is estimated at 
£2.4 million. South African private companies in which 
shareholdings of nonresident companies do not exceed 
50 per cent, will cease to pay tax; instead, the tax will 
be payable on their dividends to nonresident company 
shareholders, at present exempt. For private companies 
controlled by nonresident companies with shareholdings 
of more than 50 per cent, the tax will be based on the 
South African company’s income after (and not, as at 
present, before) deduction of South African company 
tax. The Minister also proposed reliefs for old-age pen- 
sioners, war veterans, and other social pensioners (cost 
£1.9 million), an increased subsidy to Transvaal Prov- 
ince, and grants of £0.5 million each to the wine and 
tobacco-growing industries for research and publicity. 
Other concessions proposed include a deduction from 
income of contributions by self-employed persons, medi- 
cal expenses, and allowances for dependents. 


Sources: Union of South Africa, Budget Speech, Pre- 
toria, South Africa, March 2, 1960; The 
Financial Times, London, England, March 3, 
1960. 
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